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SUBJECT: WORLD BANK/IMF ANNUAL MEETINGS IN WASHINGTON, 
SEPTEMBER 26-29, 1977 

REF: STATE 184669 

SUMMARY: KOREANS ARE NOT EXPECTED TO COME TO IBRD/IMF 
MEETINGS IN WASHINGTON WITH ANY MAJOR NEW PROPOSALS. THEY 
ARE LIKELY TO EXPRESS CONCERN OVER WHAT THEY PERCEIVE AS 
RISING TIDE OF TRADE PROTECTIONISM IN DEVELOPED COUNTRIES, 

AND ARGUE THEIR CONTINUED NEED FOR SUBSTANTIAL IBRD BORROWING 
OVER NEXT SEVERAL YEARS. IN ITS BILATERAL MEETINGS WITH 
KOREANS, U.S. DELEGATION SHOULD PRESS FOR MORE RAPID MOVEMENT 
TWOARDS DISMANTLING OF KOREA'S IMPOSING ARRAY OF IMPORT 
RESTRICTIONS. END SUMMARY. 

1 . EMBASSY HAS HELD PRELIMINARY DISCUSSION OF KOREAN PLANS 
FOR WORLD BANK/IMF MEETINGS WITH CHOO BYUNG KUG (DIRECTOR, 
INTERNATIONAL FINANCE BUREA, MINFIN). 

2. AS ROKG PLANNING IS STILL IN A VERY PRELIMINARY STAGE, 

MAJOR LINES OF STRATEGY HAVE NOT YET BEEN DEFINED. IN 
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VIEW OF THE CONTINUED HEALTHY GROWTH AND PROSPECTS OF THE 
KOREAN ECONOMY, WE THINK IT UNLIKELY THAT KOREANS WILL GO 
TO WASHINGTON WITH MAJOR PROPOSALS TO PUT FORWARD OR 
CONCESSIONS TO DEMAND EITHER OF IMF/IBRD OR OF U.S. 

DELEGATION. 

3. IMF ISSUES: WHILE KOREA WAS A REGULAR BORROWER FROM 
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IMF DURING THE LEAN YEARS OF 1974-75 (AVERAGING $130 
MILLION PER YEAR IN LONG-TERM CREDITS), ITS ECONOMIC 
SUCCESSES OF 1976-77 HAVE MADE SUCH BORROWING SUPERFLUOUS 
FOR THE TIME BEING. KOREANS NEGOTIATED A STANDBY ARRANGE- 
MENT WITH IMF IN FEBRUARY OF 1977, BUT PRIMARILY FOR 
SYMBOLIC REASONS; THEY ARE UNLIKELY TO DRAW DOWN ANY LOANS 
IN 1977. IN THE IMF CONTEXT, MAIN EMPHASIS THIS YEAR WILL 
PROBABLY BE KOREAN CONCERN OVER WHAT IT PERCEIVES TO BE 
RISING TIDE OF PROTECTIONISM AGAINST KOREAN EXPORTS, MOST 
NOTABLY IN EUROPE, UNITED STATES, CANADA, AND JAPAN. 

4. IBRD ISSUES: KOREA HAS BEEN A MAJOR BORROWER FROM 
IBRD, WITH TOTAL LOAN COMMITMENTS AVERAGING ABOUT $250 
MILLION PER ANNUM OVER PAST THREE YEARS. KOREANS THIS 
YEAR WILL UNDOUBTEDLY LAY STRESS ON THE THEME THAT THEY 
WILL CONTINUE TO BE DEPENDENT ON SUCH CONCESSIONARY LONG- 
TERM LOANS FOR SEVERAL YEARS TO COME, DESPITE RECENT 
ECONOMIC SUCCESSES. THE FOURTH FIVE YEAR DEVELOPMENT 
PLAN (1977-81), ENDORSED BY WORLD BANK, PROJECTS A 
REQUIREMENT FOR LONG/MEDIUM TERM CAPITAL FROM EXTERNAL 
SOURCES AMOUNTING TO AN AVERAGE OF $2.5 BILLION PER 
ANNUM OVER THE NEXT FIVE YEARS. OF THIS AMOUNT, THE 
SHARE OF OFFICIAL (CONCESSIONARY) LOANS MSUT COME TO 
$1.1 BILLION P.A., OF WHICH IN TURN ONE HALF IS EXPECTED 
TOBE SUPPLIED BY MULTILATERAL DONORS-I.E., THE WORLD 
BANK AND THE ASIAN NDEVELOPMENT BANK. 
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5. MAIN POINT U.S. DELEGATION MAY WISH TO STRESS IN ITS 
BILATERAL TALKS WITH KOREAN DELEGATION IS THE NEED FOR 
KOREA TO MOVE MORE RAPIDLY IN DISMANTLING ITS IMPOSING 
ARRAY OF IMPORT RESTRICTIONS. THIS IS A CAUSE THAT 
EMBASSY, AS WELL AS IMF, HAVE BEEN PROMOTING FOR SOME 
TIME, AND IS ALL THE MORE PERSUASIVE NOW IN VIEW OF 
KOREA’S FAVORABLE BALANCE OF PAYMENTS POSITION AND HEAVY 
TRADE SURPLUS WITH U.S. IN ARGUING THIS CASE, WE HAVE 
FOUND IT MORE EFFECTIVE TO EMPHASIZE BENEFITS TO KOREAN 
ECONOMY (CONSUMER WELFARE, PRICE STABILITY, SPUR TO 
INDUSTRIAL INNOVATION, ETC.) RATHER THAN KOREA'S 
OBLIGATIONS TO ITS TRADING PARTNERS. 

6. EMBASSY PRESUMES U.S. DELEGATION, IN PREPARATION FOR 

ITS TALKS WITH KOREAN COUNTERPARTS, WILL BE MADE GENERALLY 
AWARE OF BILATERAL TRADE ISSUES, E.G. TRADE RESTRICTIONS 
ON FOOTWEAR, TEXTILES, MUSHROOMS, SPECIALTY STEEL, ETC. 

THESE AND OTHER ISSUES WILL OF COURSE BE COVERED WHEN 
COMMERCE SECRETARY KREPS VISITS SEOUL TO ATTEND EIGHTH 
ANNUAL U.S.-KOREAN COMMERCE MINISTERS MEETING ON 
SEPTEMBER 28 - OCTOBER 1. 
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7. LIST OF KOREAN DELEGATES HAS NOT YET BEEN FIRMED UP. 
ACCORDING TO CHOO, HOWEVER, LIST WILL CERTAINLY INCLUDE, 

AS IN THE PAST: KIM YONG-HWAN, MINISTER OF FINANCE, AS 
HEAD OF DELEGATION (GOVERNOR); KIM SONG-HWAN, GOVERNOR 

OF THE BANK OF KOREA (ALTERNATE GOVERNOR); SHIN BYUNG-HYUN, 
SPECIAL ASSISTANT FOR ECONOMIC AFFAIRS, OFFICE OF THE 
PRESIDENT; CHUNG IN-YONG, ASSISTANT MINISTER FOR INTER- 
NATIONAL FINANCE, MINFIN; CHOO BYUNG KUG, DIRECTOR, BUREAU 
OF INTERNATIONAL FINANCE, MINFIN; AND SHIM HYUNG-SUP, 

CHIEF, INTERNATIONAL FINANCIAL ORGANIZATIONS DIVISION, 

MINFIN. IN ADDITION, THERE WILL BE REPRESENTATIVES OF 
MOFA, ECONOMIC PLANNING BOARD, BANK OF KOREA, AND 
PSSIBLY OTHERS. EMBASSY PRESUMES THAT MINISTER OF 
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FINANCE KIM WILL, IN ACCORDANCE WITH PAST PRACTICE, 

WISH TO PAY A COURTESY CALL ON SECRETARY BLUMENTHAL. 

8. WE WILL REPORT FURTHER DETAILS AS THEY BECOME 
AVAILABLE. 

STERN 
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